During the fifties and sixties many countries of the Third World endeavoured to set up steel Industrlse of their own. These efforts seem to have awakened a wide-spread dselre in these countries to produce also their own motorcars..As was the case with steel producUon, this desire is partly motivated by prestige partly by economic considerations.
T
here are various reasons why manufacturing motorcars should be regarded as a key industry particularly suitable for less developed countries (LDCs). This industry is after all not confined to the manufacture of the cars themselves, but extends to that of a multitude of primary products and parts. Moreover, to be viable, any automobile industry must have at its disposal a wide-spread marketing and after sales organisation. Because of all these forward and backward linkages, it should therefore be in a position to impart a strong impetus to the entire economy. Among the more immediate benefits to be expected from the establishment of a motorcar industry are: a rise in the number of available jobs and, resulting from this, increased wage earnings and higher tax revenues, quite apart from the foreign exchange savings which may be affected by doing away with the necessity of importing foreign cars. Finally there is the prospect of selling domestically produced cars abroad.
Features of Private Car ProducUon
A small private car consists of roughly 2,500 main parts and components or of 20,000 parts, if every nut and every bolt is counted separately. The most essential components of a vehicle are: the engine, the gears and transmissions, the axles, the steering, the suspension and the body. NI these must pass through, from the raw material stage to their arrival at the conveyor belt, a manufacturing process requiring a high degree of precision work according to a minutely worked out programme.
In the industrial countries the processing of the components and parts has been automated to the greatest possible extent, which means that production there becomes profitable only after the annual output has reached a certain level. Some researches into the economies of largescale production in the private car sector have shown 1 that the long-term effects of the economies of scale begin to be felt only after the assembly has reached 25,000 to 60,000 units per annum. If the essential parts and components are manufactured in the car factory itself, the crucial production figure would seem to lie somewhere between 200,000 and 400,000 units.
These are the reasons why an output of 1,000 private cars per working day -and this means more than 200,000 units per year --is regarded in Europe as the minimum production a motorcar company must achieve to survive. Unit figures of such a magnitude are hardly ever reached by any single company operating in LDCs, and it would be highly unrealistic to regard such high production targets as an essential precondition for a successful operation of an infant automobile industry in an LDC.
The opinion has therefore been variously expressed that an annual output of 100,000 units would have to be reached to justify the manufacture in the country concerned of 95 to 100 p.c. of car components and to ensure that unit costs are not appreciably higher than those prevailing in the industrial countries. Even then care must be taken to keep the production programme as simple as possible; any temptation to manufacture more than two basic models including variants would have to be resisted for economic reasons, and the best policy would be to confine output to one single model plus variants.
Conditions in the Lorry Sector
Conditions in the sector producing medium sized and heavy lorries as well as buses are markedly different from those applicable to private cars and vehicles like transporters and delivery vans whose production is similar to that of private cars. Here manufacturing methods have up to now still remained largely a matter of craftsmanship; their production is therefore highly labourintensive because the types and equipment rP quired by the market vary so much as to exclude to a large extent mass production. This is why in Europe relatively small manufacturers like DAF in the Netherlands and Saab-Scania in Sweden have so far been able to exist with outputs of between 10,000 and 15,000 units per annum and to offer several types of vehicles. But the trend in the European commercial vehicle industry is clearly towards closer cooperation, indicating that the time of production on a small scale of engines, gear boxes, axles and steering gear is rapidly drawing to a close, for it is hoped that with the setting up of larger production units more highly automated production processes may be introduced in the manufacture of lorries and buses as well.
Motorcar Production in Various Selected LDCs
For the LDCs which for the most part are inadequately provided with railways and waterways and whose need for lorries and buses is therefore relatively greater than that of other countries, the chances of manufacturing commercial vehicles themselves at a cost which is not appreciably higher than that of the industrial countries are not too bad. An annual output in one plant of 5,000 units of a few types of lorries and buses would seem to provide a sound basis on which to operate at costs which would not be so very much higher than those of the industrial countries, bearing in mind that in the industrial countries the costs have to cover a much greater variety of types.
Examples from LDCs
Since the fifties, some of the larger LDCs which had already reached a more advanced stage of development have been endeavouring to set tip plants for the manufacture of private cars, lorries and omnibuses and to pass beyond mere assembly to the establishment of a national motorcar industry. Leaving aside the East European countries, there were two states in Europe bent on this course -Yugoslavia and Spain; in America three -Mexico, Brazil and Argentina -and one in Asia, i.e. India.
The table listing the output of the most important producers in the six cour)tries shows that in 1971 only three producers of private motorcars reached 100,000 or more units. These were SEAT and FASA-Renault in Spain and Volkswagen in Brazil. Of all the other manufacturers -those of secondary importance have been left out of account altogether -only four reached 50,000 units. The fragmentation of output, particularly in Mecixo and Argentina, is bound to retard the establishment of economically operating manufacturing plants for a long time to come. The situation is altogether different in Brazil where no more than four manufacturers of private cars share amongst themselves practically the entire output with only one of them producing fewer than 50,000 units (i.e. Chrysler with 15,000). In Yugoslavia the entire private motorcar production is in the hands of one single undertaking -mere assembly is left out of account -and in Spain with its rapidly expanding market prospects for the future are also not at all bad.
